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PURPOSE

The purpose of The Construction Lending Quide is to serve as
a reference source to Participating Bank (PB) personnel. It
details Bud Bank requirenents for eligible Participating Banks
and the construction |oans to be pledged as collateral to Bud
Bank, as well as the docunentation, file maintenance, servicing
and reporting responsibilities of the Participating Bank.

Bud Bank will keep Participating Banks infornmed of al
policies, procedures and requirenents changed through updates to
t he Qui de.

It is the responsibility of the Participating Bank to
mai ntai n and update the Qui des.

TERVS
Throughout this Quide, the terns defined bel ow will be used:

Bud Bank, S.A. - (Bud Bank) - The onl ender for funds under
t he USAI D Housing Quaranty (HG Program the Wrld Bank Program
and the European Bank for Reconstruction and Devel opnent (EBRD).

Bank - a legally authorized financial institution seeking
approval to participate in these housing prograns.

Participating Bank - (PB) - Any banking institution which
t he Bud Bank has approved to participate in Bud Bank prograns;
for exanple, HG Wrld Bank and/ or EBRD Prograns.

Qui de -

The Procedural Construction Lending Guide - (The
Construction Quide) - Programrequirenments for construction
| enders.

Construction Financing Agreenment - Any agreenent entered
into by Bud Bank and a PB for the purpose of refinancing
construction sub-1| oans.

Construction Sub-loan - (Construction Loan) - A |oan nade or
proposed to be nade by a PB to a devel oper and/ or a househol d for
a Construction Sub-project.

Construction Sub-project - (Project) - neans a specific
project to be carried out by a devel oper or a household utilizing
the proceeds of a Construction Sub-I oan.

Fi nanci ng Agreenent - Collectively Construction Financing
Agreenents and Mortgage Fi nanci ng Agreenents.

Housi ng Fi nance Project Ofice - (HFPO - a departnent under
the authority of MOBEC or any successor thereof which is
responsi bl e for the inplenmentation of the HG and Wrl d Bank
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Housi ng Prograns.

Community Association Project - (Comunity Association) - A
Cooper ati ve, Condom niumor Pl anned Unit Devel opment or cluster
housi ng proj ect.

Beneficiary - recipient of the funds of the construction

| oan.



O ficial Government Statistics Wage Index, or its successor ,
- Wage Change Indes in Six Branches of Econony - (The Nati onal
Wage I ndex) - The index used in determning the amount of change
in the beneficiary's paynent.

Construction Loan Rate Index - The basic interest rate of
the National Bank of Pol and.

Margin - The difference between the interest rate charged
the beneficiary and the basic interest rate of the National Bank
of Poland, to be at |east 3 percent.

M nistry of Spatial Econony and Construction - (MXSEC) - or
any successor thereof.

Mort gage Fund - (Fund) - nmeans the fund to be established
within Bud Bank for the purpose of providing a stable source of
long termfunds for housing investnents.

Zl otys - The currency of the country of Pol and.

Cession - A clause assigning the rights to the proceeds of
an insurance policy to the PB

Lien - Alegal interest in a property. The PBw |l have a
first lien position in the properties financed w th nortgage | oan
pr oceeds.

Subi ntabul at - A nortgage on a nortgage. The instrunent to
be used to secure the Bud Bank's interest in the nortgage | oans
pl edged as collateral by the PB

Subordi nation - A clause or docunent that permts a nortgage
recorded at a |ater date to take priority over an existing or
previ ous nortgage.

Veksul - A promssory note, in blank, where a borrower
permts the | ender (PB) obtain an i nmedi ate judgenent to take
ownership of the loan collateral.



PARTI ClI PATI NG BANK APPROVAL AND ELI A BILITY

This section describes the procedure for becom ng an approved PB
under the Programexplains the terns of the contractual rel ationship,
di scusses the on-going obligations a PB nust neet to continue to be
eligible for this Program and defines a PB s general business
obl i gati ons.

This Section consists of four parts:

1. PB Approval -- discusses the eligibility criteria and the
material that should be submtted as part of a PB s application
package.

2. Contractual Relationship -- discusses the terns of the Agreenent;

a PB s basic duties and responsibilities; the spread a PB nust
build into the construction loan rate in order to conpensate the
PB for its servicing activities; the inposition of penalty fees,
and the formal sanctions may be used if a PB' s performance is
unsati sfactory.

3. Maintaining Eligibility -- discusses the requirenents that nust
be net for a PBto maintain its eligibility and the business
obligations that a PB nust consider in the overall conduct of its
construction | oan operations. It also includes requirenments for
conplying with applicable | ans and governnent regul ations, for
avoiding conflicts of interest, and for establishing a quality
control system

4, Loan Files and Records -- discusses the ownership and custody of
loan files and records, including the PB's responsibility for
establ i shing and mai ntai ning individual |loan files and for
mai nt ai ni ng accurate accounting and paynent records.



PB APPROVAL

Banks who wish to do participate in the Programnust be approved.
Approval is based upon the bank's financial condition, its ability to
originate and service construction |oans funded under this Program
and other relevant factors pertaining to a bank's ability to do
busi ness under the Program Once approved, the Bank, hereafter
referred to as the Participating Bank (PB), is ready to enter into an
Agreement which sets forth the contractual relationship between it and
the Bud Bank. This agreenent also sets forth the terns and conditions
of the loan used by the PBto refund it for the construction |oans
originated and serviced according to the requirenments of the Program

Eligibility Criteria:
To becone a PB, the Bank nust:

* not have nore than a 10% ownership interest in the Bud
Bank;

* have or show evi dence of plans to have as a princi pal

busi ness purpose the origination and servicing of construction

| oans;

* denonstrate the ability to originate and service the types
of loans eligible under this Program This can be denonstrated
in a variety of ways, such as, but not limted to, a proven
record of experience, experience of critical staff nenbers, or
acceptabl e participation in Bud Bank training cl asses;

* be properly licensed, or otherw se authorized to originate
and servi ce nortgages;

* comply with all eligible banking standards required by the
Gover nnent of Pol and (GCP);

* have an acceptabl e financial capability;

* mai ntain quality control and nmanagenent systens to eval uate

and nonitor the overall quality of the |loan origination and
servicing activities;

* submt an independent certified audit for the nost recent
fiscal year;

* have denonstrated an ability to establish a separate account
for each loan utilizing Bud Bank funds; and

* have its normal and usual procedures to be used under this
Program approved by the Bud Bank.

Appl i cation Procedures:
Banks interested in obtaining approval and becomng PBs to
originate and service construction | oans shoul d contact the Bud Bank.

The Bud Bank will send:

* An Application for Lender Approval;

* An Aut horization for Verification of Financial and Busi ness
| nformati on; and

* A draft Agreenent and rel evant Bud Bank policies, and

pr ocedur es.



A bank will be pre-approved based upon the application review A
bank wi Il not beconme a PB until it has entered into its first
Agreement. However, if the PBis ready at the tinme of application to
enter into an Agreenent (including the loan terns and conditions), the
Bud Bank will send two original Agreenents and elimnate a pre-
approval stage.

Revi ew Fee:

The application review fee for newPBs is ZI .... The
application review fee is not refundabl e.

Appl i cation Package:
The Bank nust conpl ete the appropriate application forns in

detail and have an authorized senior officer sign the application.
The Bank nust include the followng information with its application.

1. A narrative describing the general scope and history the firms
oper ati ons;
2. A statenent of the applicant's |legal authority to originate and

servi ce construction | oans;

3. A list of principal officers' nanes, titles, and areas of
responsibility;

4. A list of ownership interests, identifying holders of a 5% or
nore interest in the applicant;

5. The Aut horization for Verification of F nancial and Busi ness
| nformati on executed by all principal officers, partners, and
owners of a 5%or nore interest in the applicant;

6. A list of the conpanies for which the Bank currently services
nortgages, if applicable;

7. Year-end financial statenents for the nost recent year and, if
avai |l able, for the previous year, certified by an i ndependent
publ i ¢ account ant;

8. A brief description of procedures for handling construction | oan
origination and servi cing;

9. Resunes of key personnel who oversee the origination,

underwiting, and servicing functions;

10. A description of the Bank's quality control and nanagenent
systens for construction | oan origination and servicing
activities;

11. The application review fee;

12. Aletter signed by a Senior Oficer accepting the contractua
relationship terns contained in the draft Agreenment. |f the Bank
is ready to enter into a final Agreenent, the Bank shoul d send
the two original Agreenents executed by a Senior Oficer; and

13. If available, a sanple loan file originated and serviced by the
Bank. If the Bank has not originated any construction | oans,
then if available, a sanple loan file for any other |oan
originated and servi ced by the Bank.

Approval Process:

On receipt of the application package, the Bud Bank will anal yze
the Bank's ability to originate and service the types of construction
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| oans funded under the Program On occasion, staff fromthe Bud Bank
may visit the Bank's office and/or request neetings with Bank staff to
conplete this revi ew.

Unless the Bank is ready to enter into an Agreenent containing
loan terns and conditions, the Bank will receive a letter of pre-
approval and the Quide. This letter will state that the bank will be
an approved PB when an actual Agreenent is executed. The Bank wll be
required to sign a warranty that no changes have taken pl ace between
the date of pre-approval and the execution of the first Agreenent that
materially affect the material and informati on submtted for approva
consi derati on. If the Bank is ready upon approval to enter into
an Agreenent, the Bank will receive an executed original of the
Agreement. The first executed Agreement will contain all contractual
obligations for doing business and specific provisions relating to the
first loan received by the PB under the Program The provisions of
this first Agreement will then be incorporated into all future
Agreenments so that the PBwll remain obligated to conply with these
provisions as long as the PB does business with the Bud Bank.

The Bank wi |l be assigned a PB Nunber that should be used on al
subsequent correspondence between the PB and the Bud Bank.

Once a Bank receives the pre-approval letter, it nay begin to
originate and service loans that will be refinanced by the Bud Bank.
Bud Bank staff wll assist and advise all PB s on inplenentation of
t he Program

CONTRACTUAL RELATI ONSHI P

A Bank becores a PB upon the execution by both parties of the
first Agreenent which establishes the terns and conditions of the
contractual relationship and the terns and conditions of the first
| oan. The continuation of that relationship depends on both parties
honoring the nutual promses contained in this and future Agreenents
and on the PB satisfying the requirenents contained in the Quide.

Construction Financing Agreenent Contractual Relationship Provisions:
The first Agreenent contains detailed provisions regarding the

contractual relationship between the Bud Bank and the PB. These
provisions are incorporated into all future Agreenents. These

pr ovi si ons:
* establish the | ender as an approved PB
* provide the terns and conditions of the |oan fromthe Bud
Bank to the PB secured by eligible construction |oans;
* establish the | ender as an approved servicer of |oans
accepted as security for the | oan provided to the PB,;
* provide the terns and conditions for servicing; and
* incorporate by reference the terns of the Quide.

The Quide specifically states the types of construction | oans
that are eligible under Program Al construction | oans pledged as
security under the Program nust:

* have a construction loan rate index that is the basic
interest rate of the national Bank of Pol and;
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* have a | oan-to-value ratio of 75 percent or |ess;

* have a margin or spread of at |east 3 percent above the

i ndex rate.

* be for construction commenced after January 1, 1992;

* be to a borrower who neets all credit criteria established

by the PB and the Bud Bank for these | oans;

* be for detached single famly units of 150 square neters or
| ess; and

* be a borrower that is a Polish citizen,

VWarranti es:

The Agreenent and Quides |list specific warranties a | ender makes
to the Bud Bank. These contractual warranties are not limted to
matters of which the | ender had know edge. The PB warrants that the
|l oans neet all applicable requirenents in the Quide and the Agreenent.

The PB may be required to nake other warranties (which are
described in the follow ng Section 2.12) before it pledges certain
types of construction loans. Al warranties apply when each
construction loan or group of construction |oans is pledged as
security for a Loan fromthe Bud Bank and continues until these | oans
fromthe Bud Bank are conpl etely pai d back.

The PB's breach of a specific warranty entitles the Bud Bank to
the applicable rights and renedies for that breach--irrespective of
the provisions and conditions of any other warranty and regardl ess of
whet her or not the facts or circunstances giving rise to the breach
woul d also give rise to a breach of any other warranty. These rights
and renedi es may be exercised separately for each breach of a specific
warranty, concurrently, or successively with the exercise of any other
rights and renedi es described in the Quide or allowed by |aw or
equity.

The PB nust indemify and hold the Bud Bank (and its successors
and assigns) harmess against all |osses, damages, judgnents, and
| egal fees based on (or resulting fron) a breach of its warranties or

representations. |If a warranty nmade by the PB--whether the warranty
is one of the specific contractual warranties in the Agreement or this
Qui de or was otherw se nade at our request-- is untrue, the PB nay be

required to pay back the related | oan for which the construction | oan
is collateral. The Bud Bank may al so enforce any other applicable
rights and renedies, including but not limted to requiring the PB to
substitute an eligible construction [oan for one determned to be

def ective col |l ateral

Addi tional Warranties:
The PB nust nmake the followi ng warranties which apply to any

construction loan it pledges as collateral for a Loan and Agreenent.
These warranties are in addition to those provided in the Agreenent:

* The PB has the staff and facilities to service the pl edged
| oan i n accordance with Bud Bank requirenents.
* Wien a construction loan is used to construction units in a

comuni ty associ ati on formof housing (cooperative, condom ni um
or Planned Unit Devel opnent), the PB warrants that the project
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neets any requirenments for such housing contained in the Quide,
unl ess such requi renment has been wai ved by the Bud Bank for the
specific project.
* Wien the PB pl edges a construction | oan secured by a ground
| ease, it warrants:
- the lease is valid, in good standing, and conforns to
all Quide requirenments for ground | eases
- all rents and ot her paynents that have becone due under
the | ease have been paid properly
- the lessee is not in default under any provision of the
| ease; and
- the | ease does not provide for its forfeiture or
termnation for any reason except the non-paynent of
| ease rents.
* Wien the PB is unable to include information related to
recordation of the construction loan instrunent |ien request in
its docunentation to Bud Bank, the PB warrants that the only
reason was the fact that the | oan instrument |ien request
recordation data was unavail able at the tine of the pledgi ng of

the nortgage to us and it will insert any information necessary
at a later date.
* Wien the PB pl edges a construction | oan that has a m nor

title inpedinent that is not objected to by the Bud Bank, it
warrants that the inpedinent does not naterially affect the
marketability of the property and agrees to i ndemnify the Bud
Bank if there is a loss that can be directly attributed to the
i npedi nent .

Speci al PB (bligations:
Any comm tnent contracts, collateral agreenents, or other

appl i cabl e agreenents and contractual docunents in which the PB agrees
to undertake special obligations in connection with acceptance of

construction loans -- whether they relate to a transaction that has
al ready been entered into or one that will be entered into in the
future -- are considered to be a single, conbined Agreenent (and not a

separate contract or agreenent).

It is the intent of Bud Bank and the PB that acceptable
construction loans will serve as collateral for |oan funds advanced
fromthe Bud Bank to the PB. Al though the construction | oans renain
the property of the PB, it is the express intent of both parties, that
the request by the PB that the Bud Bank accept the construction | oans
as collateral be interpreted as:

* a pledge by the PB to Bud Bank of all PB assets to secure a
debt or other obligation of the PB;, and

* a grant by the PBto the Bud Bank of a first priority
perfected security interest in the nortgages.

Accordingly, for every transaction involving a Loan, the PB
grants to the Bud Bank a security interest in all of the PBs right,
title, and interest in and to each of the construction | oans serving
as collateral for such loan fromBud Bank, for the purpose of securing
the PB' s performance of all of its obligations under the transaction
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and under any applicable commtnent contracts, the Quide, or other
agreenents relating to the transaction, including the paynent of
principal, interest, and other suns due to Bud Bank.

Assi gnnment of Servi ci ng:

If the PB uses another approved PB to performsone of its
servicing functions, it is still accountable for any actions taken (or
not taken when required) by these servicing agents.

After a construction loan is pledged as collateral for a Loan,
al | subsequent assignments of servicing related to that | oan nust be
approved by the Bud Bank before the servicing can be transferred.

Servi ci ng Conpensati on:

As conpensation for servicing, the PB nust charge the borrowers
of pl edged nortgages a higher interest rate than the Bud Bank charges
the PB on the loan to the PB. The PBis also permtted to retain |late
charges and fees charged for special services for the borrower as
additional servicing inconme. For |oans refunded with resources from
the Wirld Bank, the margin over the index nust be at |east 3 percent.

A PB (or the servicer of record) may not sell -- or otherw se
assign, transfer, pledge or hypothecate -- its servicing conpensation
or any portion of it) or enter into any agreenent that would result in
the sale, assignnent, transfer, pledge or hypothecation of that
i ncone.

PBs' Basic Duties and Responsibilities:

PBs performtheir origination and servicing functions under the
Agreenent as an i ndependent contractor, not as an agent or
representative of Bud Bank. PBs are expected to use sound busi ness
judgnent in all aspects of their operations to ensure that they have
adequate staff and facilities to originate and service quality
construction | oans; to protect against fraud, m srepresentations, or
negl i gence by any parties involved in the construction | oan
origination process; and to provide borrowers with assistance when it
I S requested.

PB s are responsi ble for underwiting decisions on construction
| oans pl edged as collateral for a loan. They are responsible for
ensuring that construction | oans under the Bud Bank's prograns neet
our eligibility requirenents. Pledged construction | oans rmust conform
to the requirenments contai ned throughout this Quide. To assure that
its staff is know edgeable in all aspects of construction | oan
origination and servicing, the PB nust have fully docunented witten
procedures and i npl enent measures -- such as periodic reviews of
construction loan originations -- to determne that those procedures
are being adhered to properly.

Changes in PB's O ganization:

The PB nust send the Bud Bank witten notice of any contenpl at ed
maj or changes in its organi zati on and any changes in its busi ness
address. The PB nust include with its notice copies of any filings
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with, or approvals from its Governnmental or other regul atory
authority.
The PB nust provided official notice of these najor changes:

* the resignation or termnation of any seni or managenent
per sonnel ;

* any nergers, consolidations, or reorganizations;

* any substantial changes i n ownership;

* any change in corporate nane; or

*

a significant change in the PB s financial position.
| mposition of Penalty Fees

If the PBis not satisfactorily fulfilling these eligibility
requirenents or, failing to conply with the Agreenment and Qui de, and,
therefore, in breach of the Agreenent, a variety of renedies can be
pursued either to correct a specific problemor to inprove the PB's
overall performance, in lieu of exercising the right to termnate the
Agreenment. Possible renedies include requiring the PB to i ndemify
the Bud Bank for a loss, requiring the PB to payoff the Loan, inposing
a formal sanction against the PB, or inposing a fee.

The PB may be charged a fee, or have inposed upon it other
remedi es, for such failures as:

* Late subm ssion of annual financial statenments. The PB nust
submt its annual financial statenments to the Bud Bank within 30
days of their conpletion. If it does not do so, a penalty fee of
ZI __ per nonth may be charged.

* Unaut hori zed transfers of servicing. PBs nust obtain prior
approval of a change in corporate ownership that results in a
transfer of servicing. |If a PBfails to obtain prior approval of

a proposed transfer -- or does not submt its request for
approval at |east 30 days in advance of the effective date for
the transfer of servicing -- the PB may be charged a penalty fee

and Bud Bannk nay exercise any other avail abl e remedy.
Loan Payoff or Loan Substitution Requirenents:

The PB may be required to repay the Loan due to its breach of any
warranty, under the terns of any applicable Agreenment, Contract or
Qui de provisions, or because of servicing deficiencies that have had a
materi ally adverse effect on the property's val ue.

When repaynent is required, the PB nust pay the Bud Bank the
funds that are due within 30 days of this demand. |f the PB believes
that this demand is not justified, the PB nust provide the Bud Bank
wth a witten explanation for its position within 30 days after
demand for repaynment is nade. However, if the Bud Bank subsequently
has to take legal action to enforce this repaynent right, the PB wll
be liable for legal costs and rel ated expenses.

Warranty Viol ations:

If a construction | oan does not neet the Quide's standards
because it was in violation of a warranty, the PBw || be required to
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either correct the violation, repay the portion of the Bud Bank | oan
to the PB collateralized by the relevant construction | oan, or
substitute another construction |loan. The fact that a construction

| oan has passed this quality control review or any other review,
however, does not in any way limt the right to require repaynent if
a warranty breach is discovered |ater.

| nposition of Sanctions:

The Agreenent establishes the basic | egal relationship between a
PB and the Bud Bank. This relationship and the nutual
responsibilities it includes are predicated on sound and et hi cal
practices by both parties. If any act, omssion, or failure of
performance by the PB constitutes a breach of the Agreenent, the
Agreenent and this relationship may be termnated for cause or other
sanctions nay be inposed. GCenerally, before such actions are taken,
the PB will be given notice and have an opportunity to submt a
witten response explaining any mtigating circunstances or specific
proposal to satisfy performance probl ens.

Suspensi on:

A PB may be suspended fromparticipation in any Bud Bank program
The PB will be given specific actions that nust be taken before the
suspension can be lifted.

Term nati on for Cause:

The PB may be termnated for cause if the required inprovenent in
its performance is not achieved during the period in which its
participation is suspended. The PB nay al so be termnated w t hout
suspension. Reasons for termnation include, but are not limted to
failure to follow the requirenents of the Quide, to neet financi al
requirenents, or to neet any of the other eligibility requirenents
specified in the Agreenent and Qui de.

MAI NTAI NI NG ELI G BI LI TY

This section concentrates on the PB s specific admnistrative
responsi bilities and business obligations that nmust be covered in the
overal | conduct of its |ending operations.
Internal Audit and Quality Control Systens:

The | ender nust naintain adequate internal audit and nanagenent
control systens to:

* assure that the construction | oans are originated and

servi ced in accordance with sound banki ng and accounti ng
princi pl es;

* guard agai nst di shonest, fraudul ent, or negligent acts; and
* guard against errors and omssions by officers, enployees,

or other authorized persons.
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Every | ender requesting approval nust have a quality control
systemin place that verifies the existence and accuracy of | egal
docunents, credit docunentation, property appraisals, and underwiting
decisions. The systemshoul d assure that construction | oans conform
to Bud Bank policy and procedures and be capabl e of eval uating and
nmonitoring the overall quality of construction | oan production.

Fi nanci al Statenents and Reports:

The PB nust financially capable of fulfilling its obligations
under its loan fromthe Bud Bank. The PB nust submt an audited
financial statenment to the Bud Bank within 30 days of its preparation.

A penalty fee for a |late statenent may be inposed. Sone PBs nay al so
be required to submt special reports related to the financial
information about their operations. A PB s privileges may be suspended
if these reports are not submtted within the tinmeframe required.

The financial statenents nust include:

a bal ance sheet;

an i ncone statenent;

a statenent of retai ned earnings;

a statenment of additional paid-in capital;

a statenment of changes in financial position; and
all related expl anatory notes.

* %k X F X F

Exam nati on of Lendi ng Operati ons:

The PB nust certify that its | ending operations have been
exam ned by an independent accountant and provide the Bud Bank with a
copy of the accountant's report if requested. The accountant's
exam nation should include, but not limted to, a conparison of the
PB' s stated net worth and the net worth reflected inits audited
financial statements to determne that they are in agreenment (except
as noted in the statenents); and a conparison of the PB s interna
trial balances for a given nonth and the accounting information the PB
submtted to the Bud Bank for the same nonth to confirmthat the PBis
reporting the status of its accounts accurately.

I nterest Rate and Paynent Changes:

The PB nust certify that it has nade all of the required interest
rate and/or nonthly paynent adjustnents and that all adjustnents were
made i n accordance with the construction | oan terns.

Eligibility of Docunents Custodi ans/ Custodi al Depositories

The PB nust certify that any docunent custodian it uses to hold
the construction | oan instrunments and docunents satisfies all of the
eligibility criteria and operating standards in this Quide.

Conpl i ance with Applicable Laws:

The PB is responsible for being in conpliance with applicable
regul ations that apply to any of its business practices. The PB nust
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al so ensure that properties securing pledged | oans conply with | oca
zoni ng and ot her regul ati ons.

LOAN FI LES AND RECCRDS

The PB is responsi ble for establishing and maintaining individual
construction loan files and for mai ntaining accurate accounting and
borrower paynment records. The Bud Bank has the right to examne at any
reasonable tine, any and all records that pertain to the collatera
and all accounting reports associated with those construction | oans
and borrower remttances, and any other reports and docunentation that
are considered to be necessary to assure that the PBis in conpliance
wi th Bud Bank requirenents.

Ownership of Loan Files and Records

Al loan papers and docunents, that are reasonably required to
originate and subsequently service a construction |oan properly w ||
be the property of the PB. However, the Bud Bank has a right to access
themat any tinme upon witten request to the PB. In the event of
default under the provisions of this Quide, Agreenent(s) or any other
contractual agreenments between the PB and the Bud Bank, the Bud Bank
wll have the right to retrieve fromthe PB and either naintain or
assign the custody of such docunments to a third party custodi an.

Cust ody of Loan Docunents
The docurnent custodi an nust be acceptable to the Bud Bank.
Access to Records:

If requested in witing, the PB nust deliver all construction
| oan records and docunments to the Bud Bank or its designee. Each
construction loan nust be clearly identified. If the PB has
mcrofil med or condensed any of the records, it nust reproduce them at
its own expense. |If the PBfails to provide the records or give a
reasonabl e expl anati on or any evi dence show ng that the requirenent
was satisfied, the Bud Bank can take any action that is authorized
under the Agreenent or the Quide for the PB s breach of Bud Bank
requi renents.

Docunent Custodian Eligibility:
In order to be a docunent custodian, an institution nust:

* Be a financial institution nmeeting all applicable |aws.

* Be equi pped with secure, fireproof storage facilities, and
have adequate controls on access to themto assure the safety and
security of the docunents.

* Wilize in its custodian function enpl oyees who are

knowl edgeabl e in the handling of | oan docunents and of the
functions of a | oan docunent custodi an.
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Types of Records:

Loan files and records include the individual construction |oan
files, permanent construction | oan account records, and accounting
systemreports. The PB nust establish an individual loan file when it
originates a construction |oan. The accounts and records relating to
pl edged construction | oans nust be naintained i n accordance with sound
and general |y accepted accounting principles and i n such a nanner as
will permt Bud Bank exam nation and auditing at any tine.

The PB nust al so retain records showi ng the flow of funds from
the construction |loans to the Bud Bank and nake these records
avai | abl e when request ed.

Specifically, Bud Bank's exam nation and audit will consist of:

nmonitoring all nonthly accounting reports;
conducting periodic procedural reviews during visits to the
servicer's office or the docunents custodi an's pl ace of

busi ness;
* conducting, fromtine to tine, in-depth audits of the
internal records and operating procedures -- including, but

not limted to, the examnation of financial records and
underwiting standards; and

* perform ng spot-check underwiting reviews of construction
| oans on a random sanpl e basi s.

| ndi vi dual Loan Fil es:

The PB nust establish an individual file for each pl edged
construction loan. Anong other things, the file nust include:

A checklist of all docunments contained in the file;
Oiginals of the loan instrunents and docunents;

Copi es of the pertinent underwiting docunments; and

Any docunents obtai ned when the construction | oan was
originated if they mght be required to support title clains at
sonme future date (for exanple, title evidence or survey).

* F X F

Loan Paynent Records:

The PB servicing the construction | oan nust al so maintain
per manent account records for each pledged loan it services. The PB s
accounting systemnust be able to produce detailed informati on on:

* Al'l funding di sbursenents and any borrower paynents that
affect the construction | oan bal ance;

* The current | oan bal ance; and

* The anmount and timng of recapitalized interest.

Underwriting Performance Revi ews:

A sanpl e of pledged construction loans wll be reviewed to ensure
that they neet all underwiting and eligibility requirenents.
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Revi ew Process:

The review wi || enconpass a conplete review of the credit, |egal,
and property docunments and possi bly reverification of this
i nformati on.

Requi red Docunent ati on:

The files submtted for review should include all docunentation
needed to support the PB' s underwiting decision. These docunents
shoul d denonstrate the borrower's ability to repay the loan, his
wi llingness to repay the | oan, and evidence that the property has
sufficient value to support the |oan.
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BORROVER- DEVELOPER APPROVAL PROCEDURES

The obj ective of the borrowers-devel oper review and approval
process is to present a "credit" analysis format and an "experience,
or background" analysis format. The credit analysis is to determ ne
the financial experience and capability of the borrower-devel opers,
whi | e the background analysis is to determne the capability to
successful |y commence and conplete a project simlar to the one being
proposed to the | ender.

CREDI T ANALYSI S

This credit anal ysis procedure applies to the borrower-devel oper
and any guarantors of the loan to the borrower-devel oper. COedit
analysis is a basic building block to sound project underwiting. The
| ender nust have a thorough and conpl et e understandi ng of the
borrower's and guarantor's financial situation and condition. The
| ender nust review all avail abl e docunents, references, and have at
least, as a mnimum three interviews with the applicant(s). Prior to
any credit approval, the | ender nust have a conplete grasp of the
total financial condition i.e., cash flow liquidity position net
worth plus all assets and liabilities and their inpact if any, on the
proposed project. The |lender nmust neet as often as necessary wth
the applicant to be able to determne the applicant(s) financial
managenent capability.

Exhibit I, attached, is a suggested credit application formwhich
shoul d be presented to all applicants at the initial visit and should
be entirely conpleted before the second interview The key factors to
focus on for the credit analysis are as fol |l ows:

* Bot h corporate and personal financial statenents. These
i ncl ude bal ance sheets, incone statenents, verifications, and
sources and uses of funds. In the future, personal incone tax

returns will be required. Qurrently, business and corporate tax
receipts (certifications) can be supplied supporting the business
hi story and ownership of any real estate assets, including any
recent appraisals. Recognizing that nmany private businesses have
only recently been established, the credit and financial history
w |l be sketchy. This neans, however, that the | ender nust neet
with and visit the applicant's business |ocation and past
projects to verify credit and financial statenents.

* Bot h corporate and personal bank references. The | ender
nmust require bank references and nust verify each corporate and
per sonal banki ng experience. The |ender nust al so check with the
"Speci al Register of Union of Banks" to determne if the

borr ower - devel oper or any guarantors have been recorded for
adverse credit history. The |lender nust receive witten
verification of cash deposits w th other banks.

* Details of any other loans or lines of credit . This
i nformation shoul d i ncl ude:
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Pur pose (construction | oan)

- Amount of credit and origination date

- Qut st andi ng unpai d bal ance and nonthly (quarterly)
paynent

- Maturity date and any collateral or guarantors securing
the credit

- Oreditor nanme, and contact person (account
representative)

- Trade references - custoners, clients, suppliers, and
sub-contractors. The borrower-devel oper nmust submt
contacts to verify past projects or other work rel ated
experience, as well as construction material suppliers
and any sub-contractors who have performed work for the
borrower-devel oper. It is especially inportant for the
| ender to verify fromclients and custoners that the
applicant successfully and in a tinely manner conpl etes
projects as promsed. A so, with suppliers and sub-
contractors, verify that the applicant pays invoices
and bills in atinmely manner. These checks are
inmportant to denonstrate managenent capability to
bui I d-out the project and financial capability to
manage cash fl ow and costs.

- Copi es of any agreenent relating to joint ventures or
ot her business activities, including any corporate or
personal guarantees the applicants have entered into.
The | ender nust review all such docunents to determ ne
whet her there exist contingent liabilities for the
borr ower - devel oper and any guarantors. The | ender nust
make an eval uation of whether, and how likely, any of
these contingent liabilities could becone direct
liabilities. The |lender nust al so request any
information on any |lawsuits or other |egal actions the
applicant(s) may be involved with. The Iender will be
required to visit the appropriate court districts to
verify whet her any personal or corporate |egal actions
are in the court(s) process.

- Cor porate cash flow projections and pro-fornas. Thi s
is an extrenely inportant part of the application
(Exhibit 1). This projection will show where the
conpany stands financially at the noment of application
and the effect of the proposed project on the
corporations future cash and profit position. This
proj ection shoul d be done nonthly over the proposed
construction loan period. It is necessary for the
| ender to verify all income and cost itens on the
projection. The | ender should be certain that the cost
proj ections are conparable and in line with
construction industry experience. Al so, income
proj ections nust be substantiated by signed sal es
agreenents and evi dence of deposits by the future hone
or flat owers. A so, a schedule of paynments by the
future owners to the borrower-devel oper nust be
subm tted.

- Know t he bor r ower - devel oper . The | ender representative
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must be certain that the borrower-devel oper has the

wor k experience to undertake the proposed construction

project and al so the financial nmanagenent capability to
control the sources and uses of funds. The |ender nust

t hor oughl y under stand t he borrower-devel opers financi al

position, both personal and corporate.

Oedit Analysis Factors . the lender is performng the

credit analysis should pay particularly close attention

to the foll owi ng key factors:

o] Liquidity - cash, short-termsecurities anything
that could be readily turned to cash in case of
any financial enmergency. These assets shoul d not
be encunbered in any way.

o] Cash Flow. There should be sufficient cash flow
to neet all obligations of the corporation wth
adequat e excess cash to neet short-term unexpect ed
cash short-falls. The I ender nust verify cash
sources to determne the reliability of the
projections. A so, the | ender nust verify
ownership of all assets |listed and ascertain
whet her there are any |liens or nortgages
encunbering |listed assets. Any recent appraisals
must be reviewed for reasonabl eness of val ue.

o] Net Worth - which consists of assets |ess
l[iabilities. Particular enphasis nust be pl aced
by the |l ender to be certain that realistic val ues
have been pl aced on the corporate and persona
asset s.

o] Contingent Liabilities . The |ender nust be
prepared to nonitor on an ongoing basis the status
of any contingent liabilities (i.e., guarantees,
joint venture coomtnents, |legal actions). The
lender will require quarterly statenents fromthe
applicant(s) on any change in the status of these
contingent liabilities. Failure by the borrower-
devel oper to furnish this nmaterial on schedul e
woul d be cause to tenporarily halt funding of the
| oan.

Communi ty Associ ations

The PB wi ||

require the following to determne the eligibility of

a multifamly project proposed by a community associ ation group:

0]
0]

o

A description of the project;
An anal ysis of the projects operating budget including
annual incone and expenses;
The overal | devel opnent plan, when the project is being
conpl eted i n phases;
A full description of project facilities and anenities;
If the project is a renovation, an architect or
engi neers report covering:

- Quality of construction;

- Conpl i ance with code requirenents;

- Adequacy of nechani cal systens;
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- Condi tion of nmajor project conponents -
roofs, elevators, healing, and cooling

syst ens;

- Foundati on desi gn and dr ai nage;

- Adequat e i nsul ati on.

In addition, the PB nust receive docunmentation show ng that the
comunity association is properly incorporated, registered, with a
menber approved constitution and el ected officers. A so, the PB nust
receive the mnutes of the nenbershi p/Board of D rectors Meting
aut hori zi ng the seeking of the construction |oan. The PO counsel, or
out si de counsel, mnust verify the approved | egal status of the
community association, and the legality of the constitution and
structure of the community associ ati on.

The PB underwiter nust carefully review the proposed operating
budget to ascertain that it is consistent with the proposed project
and provides for adequate working capital to fund operating expenses
and the establishment of a reserve fund for the common area
conponents. The financial statenment of the community association nust
contai n adequate funds to service current debt and naintain financi al
integrity of the association.

The devel opers plan nust clearly show conpl etion of all common
areas prior to occupancy, and the devel oper nust have a reasonabl e
pl an for change of control fromthe devel oper to the associ ation.

The associ ation nust denonstrate a plan for the on-going
managenent of the conpleted project. The association and the
devel oper nust have projected, for 5 years, reasonable
associ ati on/ proj ect expenses. The devel oper shoul d not have
unreasonabl e fees or charges for project anenities.

The project nmust not contain nore than 15%of the total area in
commercial activities, and these activities should supply services -
dry cl eaning, convenience narkets - to the residents.

CONSTRUCTI ON PRQJECT REQUI REMENTS AND UNDERWRI T1 NG

he Application for a Miltifamly Construction Project is attached
as Exhibit Il. A so attached is Exhibit Il1l, which is an application
for a single famly (one unit) construction project. The nmaxi num size
of eligible units is 150 square neters for single famly and 100
square neters for multifamly units.

As part of the multifamly application, the follow ng nust be
i ncl uded:

- Architectural drawi ngs clearly show ng the nature and
type of the proposed construction project. These
drawi ngs must show front, side, and rear elevations of
multifamly, row houses, including duplex and
quadr apl ex.

- Construction schedul e i ncluding any construction
managenent contracts and identification of all sub-
contractors.

- Certification of conpliance with conpetitive bidding
requirenents - three conpetitive bids and reasons for
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selection (criteria used to sel ect wi nning bids).

- Mar ket anal ysis and evi dence of at |east 60% pre-sales
with signed sal es agreenents and evi dence of at | east
10% deposit (Exhibit 1V).

- Evi dence of | and ownership or perpetual ground | ease.
If the land is owned, certification that all taxes on
the | and have been pai d.

- Evi dence of existence of infrastructure - roads, water,
sewer, and utilities or specific plans and schedul e for
conpl etion of infrastructure.

- Envi ronnental analysis certification. This nmay be,
evidenced by the required building permts fromthe
|ocal authorities. Such permts will also evidence
conpl iance with | ocal zoning.

- For renovation projects - plan for providing alternate
housi ng for displaced tenants.

- Description of access to comunity services such as
school s, shoppi ng, public transport, and hospitals.

- Requi red attachnents -

o] A map showi ng the location of housing project
to the nearest city/town center.

o] Site plan showi ng access roads and
infrastructure to the project |ocation.

o] Land survey description.

o] Evi dence of application for hazard, fire,
fl ood, and vandali sminsurance for the
proj ect .

o] | ndependent apprai sal (val uation) conpl et ed
by an apprai ser approved by MOSEC and by the
BUD Bank.

o] Detail ed set of plans and specifications for

the project (2 copies). The lender's

engi neer/architect wll performa site
inspection to review all rel evant docunents
wi th the borrower-devel oper.

LOAN UNDERVRI Tl NG

Al loans over $1 mllion US nust receive prior approval of
the BUD Bank and in certain cases, the Wrld Bank. The first three
construction | oans fromany participati ng bank nust be pre-approved by
BUD Bank.

The | oan underwiting will involve three separate stages -
econom c anal ysis, docunent review, and feasibility analysis.

Econom ¢ anal ysis involves a review of the item zed
anticipated cost and total cash flow requirenents. The underwiter
wll prepare a "spread sheet” allocating all direct and indirect costs
according to the construction schedul e submtted. The cost estinates
submtted nmust be verified by conparison with other projects of
simlar structure. Al sources of funds, devel oper equity, purchases
paynents and | oan proceeds nust al so be allocated on the spread sheet
to verify the devel opers projections. The spread sheet w Il cover
monthly the total tine period of the proposed |oan. Al so, there nust
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be a review of the independent outside appraisal of value of the

proj ect .
The docunent review w || include:
o] Verification of all pre-sales contracts and evi dence of
deposi t.
0] Revi ew of the three conpetitive bids for construction

services and supplies and nmaterials (Exhibit V), plus a
review of the selection criteria enployed by the
devel oper in his/her selection process.
o] Revi ew of | and purchase contract or |ong-term ground
|lease. |If the property is owned, certification that
all taxes are paid nust be in evidence. |If the land is
"owned" by the devel oper, the | ender-participating bank
must be in a first lien position on the | and and of
course, the buildings to be constructed on the | and.
If thereis alien already in existence on the land, it
must be subordinated to the construction lender's |ien.
0] Review building permts to verify site |location
devel opnent pl an, zoning approval, environnental
statenent (Exhibit M), and actual perm ssion to
comrence bui | di ng.
o] Revi ew t he technical economc criteria (ZTE) for
approval s from
- local utilities, water, sewer, electric, and
t el ephones.
- any special approvals required i.e., Mnistry
of Landscape Preservation or Antiquities and
Monunents, fire departnent.
- approved as to building technol ogy to be
utilized by the devel oper.

The underwiter will prepare a witten feasibility analysis where
the underwiter evaluates the project, the devel oper's capability, and
all salient aspects of the project financials and current market
conditions in sufficient detail to prepare a recomendation to senior
managenent regarding the granting of this particularly credit. The
underwiter will incorporate in this feasibility analysis the report
of the lender's engineer/architect site inspection and review of the
techni cal aspects of the proposed project. the feasibility analysis
wll specifically address the follow ng:

o] Borrower - devel oper's credit experience

o] Presence of any guarantors

o] Appl i cant resume and experience

o] Revi ew of corporate financials

o] Results of economc analysis - is the project
profitable and econom cally vi abl e?

o] Results of review of all docunents, projections, and
pro-formas, site inspections and reference
verifications.

o] Source of permanent financing or other "takeout
conmmtnent” to ensure repaynent of construction |oan.

o] Devel oper has at |east 25%equity into the project and
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that the proposed | oan - 75%of project-cost - is
sufficient to conplete the project.

The underwiter will nake a clear and conci se reconmendati on as
to the terns and conditions under which the proposed credit woul d be
granted, or if the underwiter believes the | oan shoul d not be
granted, those conditions which cause hiniher to recomrend that the
| oan not be granted.

At this point the loan underwiter will have conpleted a
borrower - devel oper | oan application file which will contain:

- Conpany hi story, resumes of principals and corporate
and personal financial statenents.

- Results of credit and reference investigations.

- Summary of past projects, site inspections, etc.

- Al financial docunentation relating to the project and
t he conpany of the devel oper

- Qut si de appr ai sal

- Al docunents relating to the local authority and
utilities approvals.

- Any recommendati ons regardi ng the need for additional
guar ant or s.

- Recomrendati ons as to whether the loan interest will be
paid currently or capitalized or partially paid.
currently and partially capitalized. This should
i ncl ude economc inpact on the rel ease price per unit
of capitalizing any interest.

Single Famly Construction

I ndividuals and famlies are eligible to borrow construction
credits for the purposes of building a new residence, conpleting
construction on a dwelling where constructi on had not commrenced before
January 1, 1992, or making substantial repairs - 25%or greater of the
apprai sed value - to an existing dwelling. The finished dwelling nust
serve as the principal residence of the borrowers and the applicant(s)
must show evi dence of either a permanent nortgage commtnent - takeout
- or other sources of funds to repay the construction | oan.

The anmount of credit extended cannot exceed 75%of the | esser of
total construction costs or the outside appraisal value. The outside
apprai sal nust be performed by an apprai ser approved by the | ender.
The lender will make avail able a pre-approved |list of real estate
appraisers. The interest rate on construction credits will be the
rate established by the | ender-participating bank and i s adjusted
periodically to reflect changes in the base interest rate charged by
the National Bank of Poland. The nmaxi num period of the construction
credit is 18 nonths for a single famly construction [oan. The single
famly construction credit application, Exhibit Il nust be conpl eted
and submtted together with the foll ow ng docunentation

o] Architectural draw ngs show ng the front, side, and
rear views of the proposed house.

o] Survey description of the |and

o] Evi dence of | and ownershi p or perpetual ground | ease
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o] Contractor cost estimate as submtted by contractor or
actual contract to erect the house, including project

budget

o] Site plan showi ng | ocation, road access, and presence
of all infrastructure to the site of the proposed
proj ect.

o] Evi dence of application for hazard i nsurance.

o] Evi dence that there are no prior liens on the subject

property, including certification of tax paynent if
[ and i s owned.

o] Detail ed plans and specifications for the actua
construction.

o] A projected cash flow show ng schedul e of disbursenents
and borrower's equity investnment prior to used |l ender's
f unds.

o] Building permt fromlocal authority.

These itens will enable the participating bank (PB) to underwite
the proposed single famly construction project. The borrower credit
underwiting requires all of the credit informati on and docunentati on
previously listed. |If the borrower is self-enployed or the principal
owner of a conpany, all the information and docunentation previously
listed, for corporate underwiting nust be submtted as part of the
credit review

If the borrower (applicant) is salaried, then evidence of stable
i ncone from enpl oyer nust be submtted. The underwiter of the PB
will undertake a full credit review of the borrower prior to a revi ew
of the project itself. The project underwiting wll be sinplified
with respect to the underwiting procedure for nultifamly credits.
However, the PB underwiter nust verify the reasonabl eness of the
contractor's bid with respect to all significant cash itens -
materi al s and wages-as well as verification of all documents relating
to the property as |isted above.

Wth a single famly construction credit the PB underwiter does
not have to develop the full three step - econom c docunent and
feasibility analysis required by a multifamly credit. For single
famly, the underwiter will verify all documents including borrower
credit, and with the outside appraisal of value, nmake a recomrendati on
that the credit should be extended as requested, or with any
nmodi fication that the underwiter deens appropriate.

Loan Approval and d osing

Any | oan over $1 nmillion US nmust be approved by the Wrld Bank.
The first three multifamly construction | oans fromany PB nust be
approved by the BUD Bank prior to PBissuing a firmcommtnent to fund
the loan. The PB should fully, and conpletely underwite the | oan and
issue a conditional approval if the credit neets all underwiting
criteria. The PB then contacts the BUD Bank to arrange for BUD Bank
and Wrld Bank review, if necessary, When approved, the PB can then
issue a commtnent to the devel oper-borrower.

The initial (first) single famly construction credit nust
receive prior approval fromthe BUD Bank for all PBs. Subsequently,
for PBs denonstrating experience and capability in underwiting single
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famly construction credits, the prior approval of the BUD Bank will
not be required.

Once all the required approvals of the PB, BUD Bank and/ or Wrld
Bank are obtained, the PB can issue the commtnent for the
construction credit to the applicants. Once the commtnent has been
accepted and signed by the applicants the | oan cl osi ng procedure can
be inplemented. The PB's attorney will prepare the | oan agreenent
which will contain the usual statements about the interest on the
credit, repaynent terns, maturity, draw schedul es, docunentation
requirenents and site inspection schedules for draw rel eases, and | oan
f ees.

The PB should collect an "origination" fee of 1 - 1-1/2 percent
of the total |oan anount at the loan closing. These funds shoul d cone
fromthe borrower's own sources, and not represent any funding of the
loan. No funds or proceeds of the |loan will be advanced until the
| ender has obtained directly, or the borrower has supplied to the
| ender, evidence of a first lien-nortgage on the |land and the
bui I ding(s) to be erected on the land. The |ender - PB nust be
certain that its security is a first lien property registered in the
| and book.

A so, the PB nust have the borrower sign, in blank, a "Veksul".
The Veksul will be acconpanied by a declaration illustrating how the
bl anks in the Veksul will be determned in the situation where this
instrunent is utilized. A so, the PB nust be certain that the
borrower has signed the | oan agreenent and the Veksul "corporately"

and "personal ly". If there are any guarantors in addition to the
borrower, these guarantors should al so be required to sign
"corporately" as well as "personally". |If the guarantors are pledging

speci fic assets, an outside apprai sal of value of these assets nust be
supplied to the bank. |If the guarantors are limting their pledge to
certain assets, this nust be clearly defined in the separate agreenent
with each guarantor. |If the particular assets, upon |iquidation, do
not yield sufficient funds to repay the | oan or nmeet the guarantee

| evel (amount), the PB should reserve the right to require that other
assets of the guarantor be utilized to conplete and fulfill the

guar ant ee anount .

It is suggested that the | oan agreenent have provision for
capitalizing interest if thisis in the best interest of the borrower
and the PB. Prepaynent fees are not recommended, as nore rapid
repayment of a construction credit is probably to the PB s advant age.

The construction | oan termshoul d not exceed 24 nonths, and the
proj ect should not have commenced construction prior to January 1,
1992. Any large project requiring a greater tine period for
construction, should be done in phases. This phasing of a project,
particularly single famly, rowhouses, and dupl ex and quadrapl ex,
enabl es the PB to exercise better control over the project. The
phasing may not be feasible with nmultifamly construction, in which
case a larger pre-sales requirenent, with deposits of 75-80% of all
units should be required by the PB at the tine of construction credit
application.

Loan Agreenent

The PB Loan Agreenent nust contain the following itens. This is
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not a conplete list, as |local and bank counsel would have to revi ew
the list for conpleteness.

- Nanes: Borrowers, Quarantors

- Nanme of Project, type, and | oan anount

- Property | ocation address, jurisdiction

- Loan terns, interest rate, maturity repaynent schedul e,
pur pose of | oan

- Loan fees due PB

- Schedul e of di sbursenents, incorporating dates for
recei pt of invoices by PB and schedule for PB site
i nspection

- Per sonal and cor porate guarantees of the borrowers.
| dentify and net worth of each guarantor, if any, and
clear statenent of guarantors liability for the
repaynent of the credit, and any excl usions of assets
by guarantors.

- Detai | ed description of use of credit

- D sbursenents will not occur until the PB s nortgage
lienis registered, invoices validated, and site
i nspecti on.

- I dentification of contractor, sub-contractor, architect

- Land survey and recorded pl at

- Evi dence of hazard insurance

- Legal opinion with respect to | and ownership or |ease,
coop-docunentd, if applicable

- Building permt, approvals fromutilities referenced.

- A ause permtting nodification of lien if agreed to by
all parties, including guarantors

- Borrower cannot obtain any other |oan or credit while
this loan is outstandi ng

- Material and adverse conditions clause whereby borrower
nmust advi se PB of any change in corporate or personal
financial condition

- d ause permtting PB to advance hazard insurance funds
if builder does not renew required insurance. Failure
of builder to obtain insurance nay be cause of default

- PB will disburse funds directly to contractor and sub-
contractor and material suppliers.

- List of events of default

- d ause commtting builder to "deed-in-lieu" whereby, in
the event of default which is not cured, the buil der
wll turn the project over to the PB with any | egal
action.

Construction Loan Servicing Procedures

Onhce the | oan agreenents have been signed including the "Veksul",
no funds can be released until the first |lien has been recorded and
submtted to the PB, as well as the Hazard Insurance Policy. The PB
loan file will include all of the borrower and the project docunents
submtted at application. The |loan servicer at the PB wll| prepare
the loan file, with a check list on the front of the |oan fol der
listing all the docunents in the file. |f any of the docunents are
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renmoved, the person borrowing initials by the docunent nane on the
checklist until the itemis returned.

The loan file will be in the possession of the servicing person,
but the site inspector enployed by the bank shoul d have easy access.
The site inspector should review the contents of the loan file prior
to his initial draw request inspection. This initial visit after the
closing of the loan will actually be the second or third visit to the
project in the case of multifamly construction. Prior to the PB's
rel easi ng any funds under the construction | oan agreenent, the PB's
site inspector nust visit the project, and with invoices in hand for
the work perfornmed, verify that all material and supplies billed for
are in fact, in place on the project. The inspector nust file a
report with the loan servicing person indicating the results of the
i nspection and concurring with the requested funding or reducing the
amount for inconplete work. These inspection reports will be retained
inthe loan file. It is recomrended that a site inspection be
conduct ed each nonth whet her a draw request for funding has been nade
or not. The loan file nust be kept current and up to date by the PB
| oan servicer staff as the BUD Bank will periodically request to
reviewthe loan file. The BUD Bank will also periodically,
unannounced, conduct site inspections of all construction projects
refinanced for PB's with its own inspector.

Wth the construction |oans having a nmaturity at the naxi num of
24 nonths, the | oan servicer nmust be certain that the foll ow ng
docunments are updated and currently valuable in the loan file:

- annual corporate financial statement

- annual personal financial statenment of the borrower and
any guarantors

- annual certification of tax paynents if the land is
owned, also for corporate and personal taxes

- annual renewal of hazard insurance policy

- all pre-sales agreenents, including those units sold
subsequent to the construction |oan closing

- devel oper nust submt quarterly sources and uses of
funds statenents show ng how equity, purchases, partia
paynents and | oan proceeds are being utilized. Loan
servicer and site inspector nust review this report
prior to each funding of a draw request. No funding
request will be granted by the PBif this quarterly
source and uses report has not been properly and tinely
filed.

The final 10% of the construction loan is withheld by the PB
until the follow ng have been verified:

o] | ocal authorities have issued occupancy permt

o] verification that there are no other liens than
that of the PB | ender

o] purchaser of unit has obtained a nortgage which,

with purchaser's downpaynent, at |east equals the
rel ease price calculated by the PB servicer

o] devel oper is current with interest paynments on the
construction loan to the PBif construction |oan
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interest is not being capitalized

o] purchaser has indicated that a final inspection
has been conducted and the purchaser is satisfied
with the unit, and there are no hol dbacks.

The final 10% of the construction |loan will be rel eased through
the settlenent attorney representing the purchasers of the unit.

Interest on the construction |oan can be paid nonthly, quarterly
or capitalized and repaid, with principal, when the finsihed units are
pur chased on owner - occupants.

To calculate the interest paynent, conpute 30 days interest on
the outstanding principal balance, utilizing the current interest rate
in effect for the construction loan. Capitalized interest nmust be
entered in the Book of Land and Mortgages as a priority lien every two
years in those entries previously reserved when the nortgage was first
regi stered.

| f the borrower-devel oper chooses to pay interest nonthly or
quarterly, on the construction | oan, but becomes delinquent nore than
30 days and is unable to nmake the proper paynent w thin 30 days of the
due date, the interest is then capitalized for the bal ance of the | oan
period. The addition of interest on interest will notivate the
borrower - devel oper to make current paynment, if possible.

The PB shoul d collect any applicable | ate charges on paynents
received after the due date. The PB should initiate contact with a
del i nquent borrower-devel oper as fol | ows:

* Tel ephone contact within 5 days of due date;

* Witten notification within 15 days of the due date,
requesting paynent within 5 days;

* By the 20th day after the due date, unless a paynent is

received, or a plan for paynent as been agreed upon by the PB,

notice is sent that all interest is now being capitalized for the

bal ance of the | oan peri od.

Wth interest being capitalized, the borrower-devel oper shoul d
conplete the project. |If, for any reason, progress on the project
devel opnent ceases and the project is abandoned, the PB nust invoke
all legal renmedies to take possession of the project and proceed to
arrange for conpl etion.

Ref i nance of the Construction OGedit

The BUD Bank has access to two construction credit refinance
prograns. The first is the USAI D Housing Quarantee program which wll
refinance 100% of the | oan anount the PB has agreed to | end using the
Underwiting criteria in this |lending guide. The second programis
sponsored in the Wrld Bank and wi |l refinance 80% of the | oan
extended by the PB using the underwiting criteriain this
construction | ending guide. The construction project nust have
commenced after January 1, 1992.

The first three multifamly construction | oans made by a PB with
intentions to refinance with BUD Bank, nust have recei ved pre-approval
by BUD Bank. The PB nust initially underwite the borrower and the
project strictly according to the guidelines in this |ending guide.

If the PBfinds that the |oan neets all criteria, the PBissues a
condi tional approval to the borrower-devel oper and requests a pre-
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approval review by the BUD Bank. The BUD Bank will reviewthe entire
loan file and if BUD Bank concurs with the PB recommendati on, BUD Bank
wll issue an agreenent to refinance the PB | oan at either 80% or 100%
dependi ng on whi ch program BUD Bank has available. BUD Bank will take
only 30 days to conplete its review and nake a deci sion on the | oan.
The BUD Bank will informthe PB of the interest rate BUD Bank wil|
require on the refinance. The PBw Il add a nargin to reflect the
cost of servicing the loan. BUD Bank will also collect a fee of 1/2
of 1 percent of the anmount refinanced. The PB will have collected 1 -
1 1/2 percent of the anount of the original |loan. The PB then retains
the bal ance of the origination fee and the "speed" or "nargin" between
the interest collected fromthe borrower and the interest paid to BUD
Bank.

Once BUD Bank issues approval to refinance the | oan, PB issues a
commtnent to the borrower-devel oper and upon acceptance, closes the
loan. The initial funding takes place when the PB nortgage |ien upon
the land and anti ci pated construction has been recorded and delivered
to the PB. The BUD Bank's collateral for the refinance of the PB | oan
is alien placed on the nortgage now secured by PB on the |Iand and the
construction to be erected. The BUD Bank will not fund the refinance
until the lien on the nortgage has been properly recorded and
submtted, by the PB to BUD Bank. The costs associated with this
regi stration nmust be borne by PB or passed on to the borrower-
devel oper. At this point BUD Bank is prepared to refinance the
fundings PB will nake to the devel oper subject to proper
docunent ati on

A so, the PB s inspector nust verify the "work in place" by a
site inspection and review of work and material invoices. The PB then
inforns BUD Bank that a funding will take place, and forwards to the
BUD Bank a copy of the inspection report with copies of the invoices.
The inspection report shoul d include endorsenent of the invoices,
phot ographs of the work in progress, and a brief narrative by the
i nspector on the status of the project i.e., is the project on
schedul e, quality worknmanshi p, good nmanagenent, etc.

Wthin 5 days of receipt of this report, BUD Bank nust take
exception or fund 80%or 100%if the proposed advance. The PB shoul d
schedul e the funding to occur concurrently with receipt of funds from
BUD Bank. |If the | oan agreenent with the borrower-devel oper has pre-
set funding dates, the PB nust require that invoices be submtted 10
days before the funding date so that the PB inspector has 5 days for
the site visit and report, and BUD Bank has 5 days for review and
confirmation prior to funding date.

This procedure is repeated for each fundi ng advance to the
borrower-devel oper. If the borrower is paying interest nonthly on the
construction loan, then nonthly interest paynents nmust be remtted to
BUD Bank on the refinance funding. |If interest is being capitalized
by the PB, the interest due BUD Bank can al so be capitalized.
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BUD Bank will periodically conduct its own site inspections with
its staff. A so BUD Bank will periodically visit PBto previewthe
loan file and over all servicing of the |loan. Therefore, it is
important for the PB to keep all |oan docunents current and naintain a
good record of |oan servicing. The key aspects of this | oan servicing
procedures are:

o] mai ntai ni ng accurate records on the status of taxes,

| eases or any other potential |ien against the property
o] ensure that adequate hazard insurance coverage is in

pl ace, and properly renewed
o] the site inspection reports are accurate and tinely

with all valid invoi ces endorsed, and phot ographs
showi ng progress at the project

o] mai ntain accurate records of all interest calcul ations,
for current or capitalized interest
o] The PB nust be aware of any other liens placed on the

PB security (Property) and any |egal actions agai nst
t he devel oper

Hazard | nsurance Loss

The anmount of hazard insurance coverage shoul d be in the anmount
of the total project cost. This protects the devel oper's equity and
the PB s |loan. The insurance policy should be in the loan file, and
the policy should have a "nortgage" or "session" clause namng the
beneficiaries the devel oper and the PB, with the nane of the PB
followed by "its successors and/or assigns". The nortgage cl ause
nmakes | osses under the insurance policy payable jointly to the
devel oper and the PB ensuring that the funds are used to replace the
danmaged proj ect.

Wien a property is danmaged, the PB nust closely nonitor the
fol | ow ng:

- file proof of loss with insurer

- hel p the builder obtain bids to repair the property

- review and approve the final plans for the repairs

- nmonitor the repairs to see they conformw th regi ona
pl ans and specifications

- di sburse funds upon evi dence of conpletion of work

- assure that no other liens are placed on the property.

The PB nust al so be certain that the insurance carrier providing
the hazard insurance is a qualified firmwth sufficient financia
resources to nmake any | oss paynent. The PB shoul d request the
insurance carrier (provider) to present financial statenents at the
tinme the devel oper seeks the hazard insurance coverage and to evi dence
menbership in I nsurance Quaranty Fund. Al so, the PB nust advance
funds for the insurance coverage if the builder does not. The PB will
add such funds to the bal ance of the loan. However, if the builder is
unable to pay for the hazard insurance, the PB should verify that the
| oan di sbursenments are being properly used in the construction
project. Al other steps should be reaffirned to protect the PB's
security if the builder is experiencing financial difficulties.
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REPORTI NG TO BUD BANK

Wi | e BUD Bank has not conpleted drafting the procedures for the
| oan refinance, the follow ng are reasonabl e assunpti ons:

o] Interest nay be paid currently to PB and thus to BUD
Bank or capitalized by PB and thus capitalized to BUD
Bank.

0] BUD Bank wi || probably charge the National Bank of
Pol and refinance rate, and the PBwll add a nmargin to
t he borrower - devel oper

o] BUD Bank will refinance either 100% or 80% of the PB
construction | oan

o] The maximummaturity of a multifamly constructi on | oan
will be 24 nonths, for a single famly unit, 18 nonths.

o] The BUD Bank will be repaid as the | oan repays to the
PB

The PB nust have an accounting systemable to produce the
follow ng reports for BUD Bank:

o] anmount, date of any interest paynent

o] if interest is capitalized, nonthly summary of such
interest calcul ations

o] date, amount, and breakdown of each funding
di sbursenment by PB to devel oper

o] current outstandi ng principal bal ance of |oan

summari zed by precedi ng nont hs of | oan.

The PBwill, nmonthly, send an interest statenment to the borrower
whether the interest is paid currently or capitalized. |If the
interest is paid currently, paynent nust be received by the first of
the nonth. |f paynent is not received, the collection procedures in
the | oan servicing guide should be imrediately instituted. Wen
interest funds are received by the PB the interest paynent to BUD Bank
shoul d be nmade wi thin 24 hours.

In the case of a | oan payoff- entirety or partially- in the form
of release prices for units purchased by owner-occupant, paynent
shoul d be made to BUD Bank within 48 hours.

The PB will prepare a nonthly report to BUD Bank. this report
wi |l have the follow ng for each construction | oan refinanced by BUD
Bank:

PB | oan nunber

BUD Bank | oan nunber

Devel oper's nanme and the project nane and | ocation
Anmount coonmtted by PB

Amount refinanced by BUD Bank (80 or 100%

Date of |oan closing by PB

Date of first disbursement by PB to buil der

Dat e of subsequent di sbursenents and anounts

CQut st andi ng bal ance of |oan at report date
Interest paid - if currently paid or capitalized
Anmount refinanced by BUD Bank

Amount of interest paid BUD Bank, if any

OCO0OO0OO0OO0OO0OO0OO0OO0OO0OO0OO
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Capitalized interest to BUD Bank, if any

Any | oan repaynent by builder to PB

The bal ance of funds refinanced by BUD Bank | ess any
repaynents by PB

Nunber of units planned in project

Nunber of units comrenced

Actual nunber and percent of pre-sales with 10 percent
downpaynent s
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o] Actual nunber of units rel eased through purchase by
owner - occupant

CASH FLOW
Cal cul ation of Loan Interest Paynents from PB to Bud Bank

Cal cul ation of Loan Interest Paynments from PB to Bud Bank.
Interest will be calculated in arrears based on actual days per year
and nonth, on the anount disbursed, at the rate described above.

The interest rate charged the PB each nmonth will be based on The
National Bank of Poland Rate plus a nmargin (spread) of no | ess than
300 basis points. [If The National Bank of Poland rate changes during
the course of the nonth, the interest that the PB wll be charged wll
al so change the first of the next nonth.

Rem ttance to Bud Bank

Remttance to Bud Bank is made on an Actual /Actual basis, that is
whenever paynents are received fromthe builder. Since interest
paynents may not begin until construction is conplete, remttances are
not due to the Bud Bank until conpletion of construction unless the
bui | der nmakes paynments to the PB prior to conpletion. |If the builder
does nmake paynents prior to conpletion, the PBwIll remt the
participation percentage of the paynent to Bud Bank. For those
construction | oans pl edged agai nst Housi ng Quaranty Resources the
repaynment will be equivalent to 100% | ess the servicing fee. The
repaynent for pledged construction |oans using Wrld Bank resources
will be equal to 80%or |ess (the actual percentage agreed to in the
Sub-1 oan Agreenent) mnus the servicing fee.

For those construction | oans having interest remtted nonthly,
the PB nust remt the funds to the Bud Bank by wire transfer within
five business days fromthe first of the nonth.

REM TTI NG PAYOFFS TO BUD BANK - MJULTI FAM LY - | NCLUDI NG COWLUNI TY
ASSQOCI ATI ONS -

After the construction is conplete, the construction draw
technician will conplete the worksheet "Pro-Rating Interest Paynents
to Determne Final Unit Cost for Bud Bank" (Exhibit MI). A simlar
wor ksheet is prepared on all construction |oans to determne the
amount required fromthe builder to release a unit. Step 1 on the
bui | der's worksheet is determned at the inception of the construction
loan. It represents the required principal release for a group of
like units prior to interest capitalization. Steps 2, 3, 4, and 5 are
used to conpute the pro rate share of interest for the various types
of units. the total interest reflected in step 4 is the sumof the
capitalized interest, tracked by the systemthrough the end of the
nmonth that construction was finalized or a payoff is requested,
whi chever occurs first. The individual unit payoffs are determ ned by
dividing the nunber of units into the aggregate principal and interest
for each applicable type. The payoff technician will use this
wor ksheet to determne the required payoff due fromthe buil der on
each unit. The final unit payoff wll be 110%of Step 7.
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There are only two differences in the worksheet prepared for Bud
Bank versus the one provided to the builder. First, Step 1 is equa
to 80% (or the participation portion of the | oan borrowed from Bud
Bank) of the buil der worksheet. Second, the amount of interest is
equal to the anount of interest capitalized on the | oan from Bud Bank
to the PB. After conpleting the worksheet, the unit payoff due Bud
Bank is equal to the 110%of step 7 or 80% of the payoff anmount
received fromthe buil der, whichever is greater. The PB nust submt
bot h wor ksheets to Bud Bank within five days of payoff.

The PB nust remt payoff on units to Bud Bank with two days
recei pt of payoff fromthe buil der

If units are paid off prior to conpletion of all construction,
the "Pro-Rating Interest Paynments to Determne Final Cost" nust be
reconputed each tinme the PB receives a unit payoff.

Si ngl e-Fam |y Payof f

Upon receipt of paid in full funds on a single famly
construction | oan, the PB nust submt conplete funds necessary to
repay Bud Bank in full including all capitalized interest.

The PB nust payoff its loan with Bud Bank within five days after
recei pt of payoff of any correspondi ng construction | oan.
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I NSERT EXHBIT | - BORROMNER DEVELCPER APPLI CATI ON
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EXH BIT |1
HOUSI NG FI NANCE PRQJIECT OF THE
GOVERNMENT OF POLAND AND WORLD BANK

APPLI CATI ON FOR CONSTRUCTI ON CREDI T ( MULTI FAM LY)

This formnust be conpleted by all applicants for new
construction, conpletion or substantial renovation of nmultifamly
housi ng projects, or land inprovenent projects. Miltifamly projects
include flats, apartnent buil dings, rowhouses, duplexes, sem -detached
units, rooftop additions, and conpl exes or estates of single famly
houses. Land inprovenment projects nust result in the provision of
serviced land for the construction of nultifamly projects or single
famly houses. To be eligible for construction credits, all projects
must conply with the financial, design, technical, |legal, and
conpetitive bidding requirenents of the Housing Finance Project.

This application should be submtted first to your |ocal bank.
Bot h the bank and the Housi ng Fi nance Project nust approve all credit
applications for multifamly projects.

As part of this application, you nust submt copies of the
fol | owi ng docunents:

1. Cost anal ysis for housing projects, including breakdown
of cost of construction per square neter
2. Cash Fl ow Projection for Housing Project including
budget and cal cul ati on of | oan proceeds and i nterest
paynent s.
Wrksheet: Pro-rating interest paynents to determne
final cost per unit and rel ease price per unit
Wr ksheet: Ratio Analysis for Housing Projects
Attachment: Market Anal ysis including pre-sales
Attachment: Conpliance with conpetitive bidding
requi renents (3 conpetitive bids).
A map showi ng the location of the housing project to
the city's center
8. A site plan showi ng the general design of the proposed
project in an urban scale
9. A site plan illustrating road access and
infrastructure, including water, sewage gas, heating,
and electricity
10. Architectural draw ngs show ng the general design of

t he proposed project
11. Survey description of |and
12. Evidence of |and ownership or perpetual ground | ease
13. For renovation projects, plan to relocate the

al ternative housing displaced tenants.

ok W

~
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APPLI CATI ON FOR CONSTRUCTI ON CREDI TS ( MULTI FAM LY)

Proj ect Nane:

Town/ Locat i on:

Popul ati on of Town:

Appl i cant:

Addr ess:

Tel ephone:

Signature
Nane:
Posi ti on:
Dat e:

Contact person for nore information:

Nane:

Posi ti on:

Tel ephone: P D

Local Bank Reference:
Nane:

Cont act :

Per son:

Addr ess:

Tel ephone:

1. I nformation on the Applicant
The applicant is a (check one):

Private conpany or partnership
Dat e establ i shed:
Princi pal business:

Public enterprise
Dat e est abl i shed:
Princi pal busi ness:

Cooper ati ve
Dat e establi shed:
Pur pose:

GQm na
Popul at i on:
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G her governnent or public institution
Descri be:

Princi pal busi ness:

% Pol i sh i nterest:

Foundati on and ot her non-profit organization
Dat e establ i shed:
QG her:

2. CGeneral Project Description
This application is for: New construction
Proj ect conpl etion
Substantial renovation
Land i npr ovenent

Wth all applications for substantial renovation, a plan nust be
submtted for providing alternative housing for residents who will be
di spl aced fromthe units to be renovat ed.

How many units will be constructed?

How nmany buildings will be constructed?

On the average, how nmany floors will each
bui | di ng have?

How far fromthe center of the nearest city is
the project |ocated? km

Descri be any ot her inportant physical or design characteristics of
your project:

For applications for credit to finish construction project cannot have
been started prior to January 1, 1992:

Wen did construction start?
When was construction stopped?
Wiy was construction stopped?
What percentage of construction do
you estinmate has al ready been
conpl et ed? %
How was the construction funded?
Descri be what has al ready been construct ed:

3. | nformati on on Land Oanership
The land for the project is currently:
Privately owned (fee sinple)
Property of the gm na
Onned by a cooperative (fee sinple)
Leased by a cooperative fromthe gmna
QG her:

The land for the project wll be:
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Sold to the applicant or investor (fee

si npl e)
Leased to the applicant or investor
Maintained in its current status
Q her:

If the land is currently owned:

Wien was it purchased and at what cost?

The | and was purchased from
Private owner
Gm na
C her:

D d the purchaser acquire the land with own resources, and at narket
price at the tine of purchase, or was the purchase subsidized by the
gover nnent ?

Purchased at full price with its own

resour ces
Subsi di zed by the gover nment
G her:

What was the purchase price per square neter?
What is your estimate of the current narket price
per square neter?

Attach to this application

1. Legal description of the |and
2. Evi dence of | and ownershi p or perpetual ground | ease
3. If the land is not currently owned or |eased by the

applicants, describe the current status of the |and, and
provide a detail ed explanation of the terns and conditions
under which the land will be nade avail able for the
construction of the proposed project.

4. Const ructi on Managenent
Descri be how the construction of the project wll be
managed. Specifically, answer the foll ow ng questions:

o] Who will have overall responsibility for managi ng
the project's devel opnent ?

0] WI|l a general contractor be hired?

o] WII a construction nmanager be hired?

o] Have conpetitive bids fromsub-contractors be
solicited?

Provi de informati on on the background and experience of the
proj ect's managers, general contractor and subcontractors.

If they are not yet identified, explain what steps will be
taken to ensure sound managenent of the project. (Attach an
additional page if necessary).

Definition of Terns:
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General Contractor: The General Contractor enters into a
contract wth the owner (investor) for the construction of
the project, and takes full responsibility for its

conpl etion. The General Contractor nmay enter into
subcontracts with others to performspecific tasks or phases
of the project.

Subcontractor: A Subcontractor enters into a contract with
the General Contractor to performa specific task or
conpl ete specific phase of the project.

Construction Manager: On large and conpl ex projects, the
owner (investor) may hire a Constructi on Manager to
supervise all construction activities, including the
negotiation of all contracts for construction work. The
Construction Manager acts as an agent for the owner. The
Constructi on Manager's basi c services include coordination
and oversight of all construction activities, budgeting and
cost control, review and approval of all subcontracts, and
the anal ysis and approval of all increases in costs and
changes in the project's plan. The Construction Manager
approves or denies of all requests for paynent, inspects
filed work, and generally expedites matters while serving as
a |iaison between the owner and architect.

Schedul e:

Supply a detail ed construction schedul e indicating a
proposed date to start construction and how long it will
take to finish construction. Provide a detailed description
of each stage of construction. (Attach an additional page,

i f necessary).

| nformati on on Construction:

Descri be what type of construction technology will be used
(e.g., masonry, |arge panel, wood or gypsum), and identify
any special problens with the construction site. (Attach an
addi tional page if necessary).

Qpi nion of the Local Authority

Have you contacted the | ocal authority about this project?
Have you received any official opinion about this project?
If yes, please attach a copy of the opinion. Wat is the
status of obtaining a building permt for the project from
the local authority?

Gf-site Primary Infrastructure Requirenents
Provide information on the project's infrastructure
requi renents. Specifically answer the foll ow ng questions:

o] If the project site is not currently served by
gas, water, and electricity have you contacted the
utility conpani es about this project, and have
t hey guaranteed that adequate services wll be
provided to the new units?

o] What type of sewage treatnent will be provi ded?
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10.

11.

o] What ki nd of heating systemdo you propose for the
proj ect ?

o] If new primary infrastructure is required, what is
the anti ci pat ed cost for all road and | and
I nprovenent s?

Comunity Services

Describe the accessibility of the project to comunity
services, including public transportation, schools,
hospi tal s, and shoppi ng.

Envi ronnment al | npact
Describe the inpact of the project on the | ocal environment.
Specifically answer the follow ng questions:

o] I's the project site considered an ecol ogically
sensitive area by |ocal authorities?
0] I's there any potential hazard or environmenta

danger to the local water supply, rivers, or
wet |l and fromthe construction of this project?

o] WII the project have any significant inpact on
traffic congestion or parking problens? If yes,
how wi | | these probl ens be resol ved?

o] What is the K factor for the external walls? WII
the project incorporate any special energy
conservation techni ques?

Fi nanci ng Requi renents
Total Project Costs

Construction % of total
Land (cost, val ue

or | ease fees) % of total
Infrastructure and

| and i nprovenent s % of total
Docunent ati on Expenses % of tota
Architectural, budgeting

pl anni ng, narketing % of total
TOTAL 100%

| nstructi ons:
o] Land

I nclude on this line one of the follow ng: (1) the
proposed purchase price of the land, if the | and
is not already owned by an investor in the
project; (2) The price paid for the | and when
acquired by the applicant; or (3) fees for a
perpetual ground | ease fromthe date that a
construction contract is awarded through the
conpl etion of construction.

o] I nfrastructure
Include all the costs of required infrastructure.
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o] Docunent at i on Expenses
| ncl ude expenses for |egal fees, building permts,
and docunent preparation

Sources of Project Fi nancing

Equity % of total
Deposi t s/ prepaynent s % of total
Construction | oan % of total
| nvest nent from sal es % of tota
G her sources % of total
TOTAL 100%

| nstructi ons:

o] Equity
I dentify bel ow the sources of equity in the
proj ect.

Mar ket value of land, only if the
land is al ready owned by the

i nvestor and does not need to be
pur chased.

Cash contribution by the investor.
Deposits, only if the deposits wll
be used at the begi nning of the
project for and before any
construction credits are advanced.
Proj ect preparation expenses
incurred by the applicant prior to
the start of construction.

Total equity.

o] Deposi t s/ Prepaynent s
I nclude on this |line deposits or prepaynents which
w Il be invested during the construction period,
but not as equity at the begi nning of
construction.

o] Construction Loan
Include on this line the amount of construction
credits for which you are applying with this
application.

o] | nvest ment from Sal es
I nclude on this line any additional investnent you
plan to make in the project fromthe deposits
received on the sale of units during the
construction peri od.

o] G her funds
I nclude on this line any other funds you expect to
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receive for this project, and descri be them here:
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EXH BIT I11
HOUSI NG FI NANCE PRQJIECT OF THE
GOVERNMENT OF POLAND AND WORLD BANK

APPLI CATI ON FOR CONSTRUCTI ON CREDI T (SI NGLE FAM LY) - | NSTRUCTI ONS

This formnust be conpleted by all applicants for credits for new
construction, conpletion or substantial renovation of single famly
houses. This application should be submtted to your |ocal bank.
Additional information nay be required by your bank.

As a part of this application, you nust submt the follow ng
docunent s:

1. A site plan showi ng the general design of the proposed
project which illustrates road access and
infrastructure, including water, sewage, gas, heating,
and electricity;

2. Architectural drawings in sufficient detail for the
proposed construction to be anal yzed;

3. Contract or cost estimate fromcontractor or accepted
by contractor

4. Survey Description of the Land,

5. Evi dence of Land Omnership or Perpetual Gound Lease;

6. Evi dence of all incone clained by applicant.

7. Evidence that all |and and ot her taxes have been paid.

General Description of Single Famly Construction Gredits

I ndividuals and famlies are eligible to borrow construction
credits for the purposes of constructing a new house or conpl eting
construction of an unfinished residence of the borrower. The maxi num
amount of credit which can be borrowed is 36 tinmes the househol d' s
current nmonthly incone fromall sources which can be verified by the
| ocal bank. The anmount of the credit can not exceed 75%of the total
construction costs, and all construction nust be conpleted within 18
nmonths. The interest rate on construction credits is the current rate
establ i shed by the local bank, and it is adjusted periodically to
reflect changes in the prevailing interest rate. During the
construction period, borrowers have the option of repaying all or part
of the interest when due or recapitalizing the accrued interest
subject to the local bank's practices.

At the end of 18 nonths or the conpletion of construction,
whi chever cones first, the construction credit may be converted to a
| ong-termnortgage | oan. The anmount of the nortgage | oan can not
exceed 36 tines the borrower's current household incone. |If the
out st andi ng bal ance on the construction | oan exceeds 36 tinmes
househol d i ncone, the difference nust be repaid to the bank. Starting
at the tinme that the construction credit is converted to a long-term
loan, and until the capital and accunulated interest are repaid in
full, borrowers are required to pay 25%of total househol d incone, as
adj usted, based on changes in the national wage index. The |and and
house nust be assigned to the |ocal bank as collateral, with the right
to foreclose on the property in the event of non-paynent.
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EXH BIT I11

APPLI CATI ON FOR CONSTRUCTI ON CREDI T ( SI NGLE- FAM LY)

Nanme of Applicant:
Qurrent Address:

Tel ephone:

| amapplying for credit for: (check one)
Construction of a new house
Conpl eti on of a house
Substantial repair or renovation of a house

Locati on and/ or address of the construction site:

| amapplying for credit in the anount of:

M/ current total nonthly household incone is:
For new constructi on:

What are the total construction costs?

How nmuch do you plan to invest in the project,
not including credits?
For Conpl etion of a house:
Wen did you start construction?
What percentage of construction do you estinate
is already conpl et ed? %
What is your estinmate of the value of the
unfi ni shed house today? |Include the val ue
of the land O\LY if you own the land in
fee sinple.

For substantial repairs:

What is the total cost of the repairs or
renovati on?

What is your estimate of the value of the
house t oday?

I ncl ude the value of land O\NLY if you own the
land in fee sinple.

| certify that all information contained in this application and all
attachnents are true and correct to the best of ny know edge.

| understand that any purposeful msrepresentation on ny part wl|
disqualify nme for credit.

Signature of Applicant
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Dat e
EXHBIT IV
(Attachnent to Application for Construction Gredit [Miltifamly])
Mar ket Anal ysi s

Proj ect nane:
Town/ | ocati on:

Appl i cant:

Al projects nust be able to denonstrate to the | ocal bank's
satisfaction that there will be sufficient demand to sell the finished
housing units or serviced lots at their estinated sales prices. In
addition, the followng pre-selling requirenents nust be net prior to
the bank's authorizing the first credit advance:

o] For multifamly housing projects, the borrower mnust
pre-sell 60%of the units to be built. Buyers of the
units nust sign a purchase contract and nake a 10%
deposit of the estimated sales price, and all buyers
must be pre-qualified for nortgage credits. In cases
where the buyers already own the |and, the | and nay
substitute for a cash deposit. A nmarketing plan for
selling all the units nust be submtted with the credit
application.

0] For | and inprovenent projects which will result in
serviced lots suitable for single-famly houses, sem -
det ached houses and rowhouses, the borrower nust pre-
sell 60%of the lots. Buyers of the lots nust sign a
pur chase contract and nmake a 10% deposit of the
estinated sales price. A nmarketing plan for selling
all the lots nust be submtted with the credit
application.

This attachnent to the application for Construction Cedit
(Multifamly) nust be submtted with the application. An application
for construction credit will not be approved until a nmarket anal ysis
is submtted and approved. Attach additional pages if necessary.

| certify that all information contained in this application and
all attachnments are true and correct, to the best of ny know edge.
understand that any purposeful msrepresentation on ny part will
disqualify ne for credit.

Signature of Applicant

Dat e
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| NSERT EXH BIT V - CERTI FI CATI ON OF COWPLI ANCE W TH COWPETI Tl VE
Bl DD NG REQU REMENTS - MULTI FAM LY OWLY
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EXH BI'T VI

ENVI RONMVENTAL | NFORVATI ON REQUI REMENTS
For Houses/ Housi ng Devel opnent s

Pl ease have a techni cal person (engineer, architect, etc.) conplete
the follow ng information separately for each devel opnent. Submt the
formto the Bank for comments prior to selection of site.

Ceneral Information

1. Per son Conpl eti ng Form Dat e:

2. Busi ness Nane:

3. Addr ess:

4. G her addresses (|l eased or owned buil dings or property):

5. Tel ephone: Fax:

6. Busi ness Manager

7. I dentify individuals consulted as part of this audit process,

including their affiliation, titles, and subject matter
di scussed:

8. Total nunber of buil di ngs:
Total floor area of buildings:
9. Li st industries and products manufactured or used on site in

t he past.
10. Trace the history of the site prior to the present occupant.
| ncl ude dates, occupants, uses.

Onner/ Qper at or  Busi ness Use Dat es Environnental | nfornation
Exanpl es:
ABC Rest aur ant 1965 Fuel oil tank (250

liters) in basenent
11. Provide a map showing the site's |ocation.
12. ldentify any businesses or industry in the inmrediate vicinity
that may use chem cals or hazardous material s.
13. Wiat is the age of any building(s) on site?

14. |Is there any cultural or historical significance attached to
existing buildings? Are the buildings subject to any protection
order?

WIIl the new buildings fit in wth their surroundi ngs?
15. How far is the nearest fire departnent? Wat is their response
tine to the devel opnent ?
16. Are there any environnmental concerns in the area?
- air pollution
- drinki ng wat er
- solid waste di sposa
- soil or ground water contam nation
Bui | di ng Desi gn/ Cont ent s/ Equi pnent
17. ldentify any fuel oil tans on the site or that are known to have
been on the site. Nane type of tank, pollution controls, volune,
and contents. Are there any signs of spills near the tank?
18. ldentify where any asbestos has been used in the building,
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19.
20.
21.
22.
23.

particularly in insulation for pipes and boilers, flooring,
ceiling tiles. Describe age and condition. ldentify any speci al
national or |ocal requirements for disposal of asbestos
containing naterial s.

Identify insulation material in the planned devel opnent. Wat
type of insulation is planned and what efficiency will it have?
What is the power source for the devel opnent?

Identify any electrical transforners on the site. Wo is the
owner? Have they been tested for polychlorinated bi phenyls
(PCBs) ?

WII the devel opnent be connected to a nunicipal wastewater
syst em (sewage) ?

What is the source of drinking water for the devel opnent ?
Describe the quality of drinking water

Managenent and Qperati ons

24.

25.
26.
27.
28.

Have permts been obtained for construction? Do these include
any environnental permts? Describe.

How nuch solid waste will be produced?

How wi || solid waste be di sposed of ?

WII the devel opnent have an evacuation pl an?

How wi || conpl aints be handl ed (noi se, odor, etc.)?
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INSERT EXHBIT VIl - MLTIFAMLY UN T RELEASE WORKSHEET
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